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SUMMARY

Special Appropriations is a category of expenditures that are not specific to a bureau, are multi-
bureau efforts, or provide Citywide benefits. These Council-directed, discretionary expenditures
include grant payments to external organizations and funding for some City programs. Over the
last several years, the scope of Special Appropriations has expanded and now houses key City
functions, including police accountability oversight and the East Portland Action Plan. The growth
of FTE and budget (noted in the chart above) has led to strain on the Bureau of Revenue and
Financial Services’ Grants Management Division to manage this workload. Additions to Special
Appropriations in the Fall and Spring Supplemental Budgeting processes have further
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exacerbated this trend in recent years, resulting in revised budgets significantly higher than

noted in the chart above. The Special Appropriations FY 2017-18 Revised Budget was $15.2

million, and FY 2018-19 is currently $16.5 million, growth of 26.6% and 22.6% from Adopted
funding levels, respectively.

This growth is driven by Council-directed outgoing grants, as well as the number and scale of
programs housed in Special Appropriations. These responsibilities have increased workload for
the Grants Management Division, which includes oversight of incoming grants for regulatory
compliance as well as outgoing Special Appropriations. Growth in the number of outgoing grants
and program management brings up trade-offs for ensuring adequate capacity in the Grants
Management Division, especially if the City continues to deliver priority area program services
through Special Appropriations instead of through bureau management. It is particularly critical
that Grants Management maintain capacity for oversight of outgoing grants with its new grant
management tracking system being implemented this fiscal year.

The Special Appropriations FY 2019-20 Requested Budget has organized its activities funded on
an ongoing basis into ten program offers and includes two decision packages for additional
funding: the FEMA biological opinion compliance/floodplain management update, and ongoing
City support for the Rose Festival. Should the City also undergo a review of its current, ongoing
Special Appropriations for FY 2019-20, this over $S1 million of ongoing resources could be
reallocated toward either the competitive pool of grant funds or delivery of core City services in
FY 2019-20.

KEY ISSUES

Grants Management Staffing and Workload

The Grants Management Division, located in the Bureau of Revenue & Financial Services of the
Office of Management & Finance, manages the City’s Special Appropriations grant expenditures
in addition to other functions. These functions include Citywide regulatory compliance of all
incoming federal, state, and private grants management; as well as oversight of
Intergovernmental Agreements, several discrete City programs, and the Elections Fund. The
Grants Management Division conducted an internal staffing and workload analysis in December
2018 that identified a need for an additional FTE to support these functions.

To create the resources to support this additional staff, in the FY 2019-20 Requested Budget the
Grants Management Division is levying a 2% fee against Special Appropriations grants and
programs, which was applied to the CAL target prior to the adjustment for Pay Equity. CBO
considers this a notable change to the Interagency Agreement between Grants Management
Division as the central service provider providing administration, and Council Offices as the
customer bureaus that have authorized the grant payments.

Grantees have been notified of the new charge; however, because the fee reduces the resource
outlay to external organizations than would otherwise occur, the City Budget Office recommends

2 of 10



that Grants Management request approval of Council Offices via formal memo. Documentation
of Council approval would bring this change into compliance with Financial Policy 2.08.04!
governing Interagency Agreements, which requires agreement between the central service
provider and its customer bureau(s). In this case the customer bureaus are Council Offices, rather
than the grant recipient organizations themselves.

The workload of Special Appropriations includes grant administration, but now also includes
complete City programs that are not claimed by any bureau. This creates confusion about
accountability and who, precisely, is responsible for success of the program, as well as how
resources put towards these programs are considered against other potential uses in the City.
The City has moved away from a policy of no FTE in Special Appropriations to housing a handful
of staff in the category in recent years. This trend is expanding. As noted in the summary chart
above, over eight FTE are included in the FY 2019-20 Special Appropriations Requested Budget.
Three staff are funded by the Community for Engaged Policing program alone, including one
Senior Policy Advisor in the Mayor’s Office.

These issues are ultimately related. As the workload for grants management has increased,
applying an indirect charge may be a reasonable solution, but it also reduces the funding that
grantee organizations would otherwise receive. Should Council wish to retain the full amount of
funding for grantees in FY 2019-20, workload for grants management could be reduced by
administering City programs through bureau management.

Evaluation of Grant Awards
Opportunities Remain to Improve Oversight of City Outgoing Grants

The Grants Management Division has made significant strides in the consistency, transparency,

and oversight of Special Appropriations grant funding since a City audit titled City Council Grants:

No competition and limited oversight was published in January 2016.%2 The audit offered several

recommendations to bring Council-directed grants management in alignment with best practices:

e Council should award grants via a competitive process run by bureaus to achieve specific
objectives and services;

e The City should establish consistent budgetary and reporting procedures to be used for grants
awarded by Council outside of the competitive process; and

e The City should develop monitoring procedures for grant managers to ensure services are
provided effectively.

Process changes to address these recommendations include the establishment of a competitive
grants program?, which awarded $1 million in FY 2016-17 and FY 2017-18, and $765,000 in FY

2018-19. In accordance with the second and third recommendations, the City Budget Office and
Grants Management have established standardized reporting on grant outcomes and quarterly

! https://www.portlandoregon.gov/brfs/article/531046
2 https://www.portlandoregon.gov/auditservices/article/560518
3 https://www.portlandoregon.gov/brfs/75073
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progress, as well as training and ongoing consultation with City staff monitoring grant programs
under its purview.

However, challenges to the oversight of outgoing grants remains. Despite the new
documentation of grant outcomes, the City does not have a process for Council to annually re-
establish the desired objectives or services to be provided from outgoing grants, nor to regularly
review the results of payments to external organizations. Without such a process, the
establishment of objectives and any public reporting of outcomes appear to be driven more by
grantee organizations than by the City.

With an over $6 million budget for outgoing grants from Special Appropriations alone in FY 2019-
20, it is appropriate to consider these expenditures with the same rigor and transparency as we
do bureau budgets. Currently, baseline outcomes reporting is required for all Council-directed
grants and is available upon request. To bring this procedure in line with bureau reporting
requirements, the information should be easily accessible to the public and should include
quantifiable performance metrics. Specific objectives for each grant would ideally roll up to a set
of larger priorities that are uniquely accomplished by providing resources to organizations
external to the City. A handful of performance measures for each grant would include both the
end outcomes that a program is attempting to achieve, (i.e., “Increased college attendance
amongst program recipients”) as well as specific activities that were conducted with City
resources for accountability purposes, (i.e., “number of community trainings offered”).

Promisingly, BRFS’ Grants Management Division will be implementing a grant tracking system in
FY 2018-19 that can provide more robust reporting of all grantees. Grants Management plans to
encourage all bureaus to use this system to track grants to external organizations, to provide
increased transparency for outgoing grant payments.

City Council could maximize this opportunity by adopting a baseline evaluation policy for all grant
recipients. Such a policy could build on the grant reporting already required of Special
Appropriations grantees, unifying practices for tracking the success of pass-through grants from
all City programs. An evaluation policy would provide predictability to grantees, enable Council to
consistently evaluate the results of these investments on an ongoing basis, and better
communicate the value of grant expenditures to Portlanders. This additional focus would also
help enumerate where funding outlays from different bureaus overlap. If an organization
receives funding from multiple City bureaus, it follows that the expectation of community benefit
be heightened as a result.

To ensure broad adoption of the new grant tracking system and establish a process for evaluating
grant outcomes on a regular basis, CBO recommends that Council:

1. Encourage bureaus to begin utilizing the new grant tracking system by FY 2020-21;

2. Regularly review a report on Citywide outgoing grants, ideally on a quarterly basis. Such
a report would ensure that the results of competitive grants, Council-directed grants,
ongoing grants, and bureau-managed grants were considered in unison and evaluated
against established objectives; and
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3. Direct Grants Management to provide standard information on the amount and results
of City outgoing grants as publicly accessible open data.?

Ongoing vs. One-time Appropriations

As the City moves towards increased consistency for grant awards and reporting, Council may
consider starting with a blank slate for all ongoing grants that are not contractually obligated.
This will likely require an inventory of the City’s contractually obligated grants to identify the
contract owner and the terms for each grant. This “reset” of ongoing grants would offer an
opportunity for Council to endorse desired objectives and determine 1) if the grantee is still the
best organization to achieve those results, and 2) if one-time or ongoing support is the best fit in
achieving City goals.

The interest from outside organizations and the attention from Council to the City’s competitive
grant awardees demonstrates the effectiveness of the annual competitive grant process in
engaging external organizations and providing community benefits that may not be offered
through existing City services. Additionally, discrepancies between outgoing grants begs the
question of why some organizations — especially those providing similar services — receive
ongoing support over others. For example, the City provides ongoing funding for the Last
Thursday street fair, but in recent years has allocated one-time resources for the Rose Festival.

The City would increase total funding for its Competitive Grants program by over $1 million if
non-contractual ongoing grant resources were redirected to this pool of funds. The organizations
that currently receive ongoing resources would likely be well-positioned to be awarded funding
through a competitive process. Alternatively, the City could allocate that $1 million of ongoing
resources towards delivery of core City services in FY 2019-20.

Granting one-time funding provides significant benefits to the City over ongoing support for
external organizations. One-time funding is flexible and can adapt as City priorities change. It
allows for a more robust annual evaluation of grantee results — and discourages dependence on
the City as a sole source of funding for local organizations. However, if the City identifies multi-
year objectives that the grantee is best suited to deliver (when compared to other City programs,
organizations, or vendors), then ongoing funding paired with a timeline for evaluation could be a
preferred approach over provision of one-time resources.

PROGRAM OFFER REVIEW

Program Overview

The development of Special Appropriations program offers is a helpful advancement for
communicating the City’s intended results for this expenditure category. Some Special

4 Currently, this information is available for Council-directed Special Appropriations grants upon request.
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Appropriations program offers are groupings of grants dedicated to related outcomes, while others
represent distinct program areas run by City staff. In addition to the Administration & Support
function, Special Appropriations program offers can be broadly grouped into three related areas:
grant payments, support for the arts, and other City functions.

= Grants: Youth Programs, City Support Services, Community Development (External Facing
Programs), and the Citizen Utility Board Bill Insert.

=  Support for the arts: RACC City Arts Program, City Arts Program, and the City’s operating and
capital payments for Portland’5 Centers for the Arts (“City Arts Support Services”).

= Other City functions: Office of Youth Violence Prevention (OYVP), Portland Committee on
Community Engaged Policing(COCL/PCEEP), and the East Portland Action Plan.

In FY 2019-20, the Office for Accountable Elections is housed within Internal Programs, but it will be
moved to its own distinct program offer next year. Additionally, Special Appropriations has not yet
determined performance measures that quantify the success of its programs for Council and the
public. OMF’s Grants Management team will be identifying and developing performance measures
for Special Appropriations program offers in FY 2019-20.

NOTABLE CHANGES

East Portland Action Plan Transition to Special Appropriations

In FY 2019-20, the East Portland Action Plan program will move from the Office of Community
and Civic Life to Special Appropriations. The East Portland Action Plan (EPAP) seeks to address
community concerns and allocate City resources to improve livability for neighborhoods in the
East Portland Community Office (EPCO) coalition area. The EPAP program includes $173,700 in
outgoing grant funding and 1.0 FTE, which will become an at-will position with programmatic
oversight from the Office of Commissioner Eudaly in FY 2019-20.

Because grants administration is a key component of EPAP program delivery, this move brings
the key administrative function more in alignment with bureau expertise. EPAP will provide
$20,000 to Special Appropriations to cover administration of its grant function, freeing the
Commissioner Staff Representative to provide oversight of other aspects of the program,
including advocacy efforts.
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DIRECTIONS TO DEVELOP

FEMA Biological Opinion Compliance/Floodplain Management Update
$280,000, 0.00 FTE
Direction to Develop

In FY 2018-19, the City began funding a multi-year effort to ensure the National Flood Insurance
Program in Oregon complies with the Endangered Species Act, per Federal Emergency
Management Agency (FEMA) regulations. The FY 2018-19 budget provided an initial investment
of $257,600 of General Fund one-time resources, supplemented by additional funding from the
Bureau of Environmental Services, Bureau of Development Services, and Prosper Portland. Work
in FY2018-19 has focused on existing conditions research and analysis, including an (in-process)
assessment of community vulnerability and housing and jobs impacts, off-site mitigation banking
roles for local government, and the development of a detailed five-year multi-bureau work plan.
In FY2018-2019 the program partnered with Willamette Partnership on a USDA grant to develop
an assessment of tools for compliance in the Lents Collaborative process. Direction has been
given to develop and implement the next phase of the five-year plan through a combination of
General Fund dollars and available urban renewal and BES funds. The program has also been
instructed to seek outside grant support to augment the program, as well as in-depth community
readiness outreach in support of mapping.

CBO Analysis

The FY 2018-19 Adopted Budget included one-time monies in support of a multi-year effort to
ensure the floodplain management complies with the Endangered Species Act (ESA). This
requires updating local development practices in regulated floodplains to protect salmon and
steelhead habitat, accounting for the effects of climate change, or otherwise risk exclusion from
the National Flood Insurance Program (NFIP). Federal regulation requires that all floodplain
properties with federally-backed mortgages carry flood insurance. Property owners can only buy
flood insurance from the NFIP if their local governments choose to participate in the program.
This has significant equity implications, as private flood insurance is not universally available and
can also be cost prohibitive. Federal flood insurance as provided through the NFIP is not only
available but discounted based on the level of community flood hazard mitigation and
preparedness, as identified in FEMA’s Community Rating System. Participation in the NFIP also
qualifies the city for federal disaster funding for floods.

In addition to eventual loss of NFIP access, failing to move could place the City at risk of a third-
party lawsuit by the plaintiffs whose lawsuit against FEMA’s NFIP resulted in the jeopardy
Biological Opinion. The plaintiffs include local groups such as the Audubon Society of Portland,
NW Environmental Defense Center at Lewis and Clark Law School, and the National Wildlife
Federation/Association of NW Steelheaders. Other national organizations such as Defenders of
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Wildlife and the Center for Biological Diversity also track progress on this specific issue in Oregon.
A failure to move forward with regulations poses risks to the City, beyond NFIP access.

Since the initial request for plan funding last year, FEMA has provided additional instruction to
the City. In spring 2018, FEMA concluded a Programmatic Environmental Impact Statement on
the NFIP nationally and issued a Record of Decision (ROD) indicating that communities must
document that floodplain development permits are ESA compliant. The 2018 ROD directed local
communities to ensure ESA compliance broadly, and the BiOp provides more specific direction
for Oregon mandating protection specifically for the 13 protected salmon and steelhead species
present in Portland. In Fall 2018, FEMA “strongly encourages Oregon communities to develop
ESA compliance strategies that work for their communities and share those ideas with FEMA as
we develop our implementation plan for the Oregon RPA.” They are looking to local
communities, particularly Portland, to drive the creation of the Oregon compliance plan. FEMA
Region X staff have reiterated their interest in Portland defining a City-specific implementation
path.

The FY 2019-20 request is focused on requisite regulatory changes forwarded by both the ROD
and the BiOp, building upon work started in FY 2018-19. General Fund resources will again be
supplemented by resources from BES, BDS, and Prosper Portland. BES and BDS are each
contributing $32,000 towards the BiOp program manager, and Prosper Portland is contributing
$20,000. BES is also contributing $50,000 in Professional, Technical, and Expert contracting for
mitigating banking assessing regulatory drivers. To the degree work overlaps with existing
projects within other bureaus, program management should continue to look for opportunities
to share information and research when possible. This is already happening with the South Reach
River Plan led by BPS, and with habitat assessments, flood modeling and and with off-site
mitigation needs assessment work cooperatively being completed with BES. The BiOp Program is
also working with the State Department of Geology and Mineral Industries on a Federal grant
application to map channel migration zones in Johnson Creek and the Willamette River. This
collaborative inter-agency project will help the City with technical information needed to move
forward with analysis of community interests in Johnson Creek and floodplain mapping.

If resources are not directed towards this project in the coming year, the known necessary
regulatory work would be delayed resulting in compounded effects on the long-range timeline of
plan implementation within the City. Given the likely and direct legal and financial risk associated
with this package, CBO recommends funding the one-time request for resources.

CBO Recommendation: $280,000 one-time | 0.00 FTE

Rose Festival Ongoing Funding
5$100,000 ongoing, 0.00 FTE
Direction to Develop

This proposal seeks to establish ongoing support of $100,000 of funding, in order to provide
predictability to the Rose Festival Foundation.
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CBO Analysis

The Rose Festival has marked the start of summer in Portland for over 100 years and was
awarded the distinction of “Portland’s Official Festival” by proclamation of Council in 2010. An
estimated 1 million visitors and residents attended the activities offered in and around
downtown Portland during last year’s festival, including large gatherings for the Grand Floral
Parade, Starlight Parade, CityFair, and the Junior Parade. According to a 2012 Economic Impact
Assessment conducted by the International Festivals & Events Association, festival visitors
contribute over $65 million in economic impact to the city.

The City began providing support to the Rose Festival Foundation with $19,650 in the FY 2009-10
Budget. After a several-year hiatus, the City restored grant payments to the organization in FY
2016-17 in the amount of $100,000. The City provided that same amount in one-time funding to
the Rose Festival Foundation in both FY 2017-18 and FY 2018-19 to help cover the cost of hosting
the festival, many specifically related to the Grand Floral Parade.

In a related action, Portland Parks & Recreation is developing a five-year MOU for the Festival
and for operation of the store at the International Rose Test Garden at Washington Park. CBO
notes that these discussions should be held in concert with a review of appropriate sponsorship
level of the festival. Due to limited available resources, CBO has only recommended allocating
funding to those proposals which will result in a direct and significant financial or legal cost if not
funded. If the City does decide to provide sponsorship to the Rose Festival for all or part of the
five-year period, Council should review the results of this funding on an annual basis.> As Portland
grows and opportunities for community gathering expand to include more of our tapestry of
communities and cultures, City sponsorship of the Rose Festival should be weighed against what
could be achieved from alternate programming.

CBO Recommendation: $0 one-time | 0.00 FTE

> Reporting for the Rose Festival Foundation grant funding is available from the Grants Management Division upon request.

9 of 10



Below is a summary of the Special Appropriations total budget.

SUMMARY OF REQUESTS AND RECOMMENDATIONS

Adopted Request Bureau CBO Total
FY 2018-19 Base Decision Recommended Recommended
(A) Packages (B) Adjustments (C) Revised (A+B+C)

Resources
Intergovernmental Revenues 103,463 - - - -
Interagency Revenue 348,674 349,764 - - 349,764
Fund Transfers - Revenue 1,237,200 1,266,472 - - 1,266,472
Miscellaneous 350,000 - - - -
General Fund Discretionary 11,199,755 10,261,885 380,000 (100,000) 10,541,885
General Fund Overhead 178,814 181,085 - - 181,085
Total Resources $13,417,906 $12,059,206 $380,000 12,339,206
Requirements
Personnel Services S 932,627 $ 1,112,806 S - S - S 1,112,806
External Materials and Services 12,328,023 10,673,097 380,000 (100,000) 10,953,097
Internal Materials and Services 157,256 273,303 - - 273,303
Unappropriated Fund Balance - - - - -
Total Requirements $13,417,906  $12,059,206 $380,000 $12,339,206
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